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TOWARD GREATER ECONOMIC SECURITY
WILBUR J. CoEN*
Economic security is perhaps best defined as a job when you can work
and a continuing income when you cannot. Today with approximately
ninety-six per cent of the labor force employed most Americans are assured of
some measure of economic security.' Many of those in the labor force are
also contributing to private pension plans, increasing their savings and
2
making additional investments, which would add to their future security.
In 1968, 90 million people contributed to the social security program, which
protects them against loss of income because of death, disability, or old age
and the costs of illness in old age. Over 24 million people were already
receiving social security benefits because one of these risks had occurred.3
About four out of five workers were protected against the risk of unemployment and an average of 978,000 persons received unemployment insurance
benefits each week in fiscal year 1968. 4 In addition, about 8 to 9 million
needy persons received welfare payments in 1968 through federally-assisted
programs.5
Within the past third of a century, the United States has developed,
through public and private institutions, a high degree of economic security
for most of its citizens. However, the system is still not perfect and needs to
undergo further changes. In spite of our prospering economy and social
programs, economic security is still a promise and not a reality for many
Americans.
The measures of insecurity are great: 22 million persons are poor; 6 many
7
of them live in households where the family head works the year round;
8 million are social security beneficiaries;" about 2.8 million social security
*Secretary of Health, Education and Welfare under President Lyndon B. Johnson.
1. U.S. BuREAu OF THE CENsus, STATimcAL ABSTar OF THlE UNrrED STATES 215 (1968)
[hereinafter cited as STATSTCAL ABsrATr]. See also Cohen, A Ten Point Program To

Abolish Poverty, 31 SocIAL SEcuarrY BULL. Dec. 1969, at 1.
2.

STAtCAL ABv=Aer, supra note 1, at 282.

3. Id. at 283.
4. Id. at 293.
5. Id. at 299.
6. Id. at 829.
7. Id. at 330. See also Orshansky, The Shape of Poverty in 1966, 31 SoCIAL SECURITY

Bus.., Mar. 1969, at 3, 14-15, which asserts that "[i]n 1966, 1 in 4 of all poor families was
headed by a man who had worked throughout the year. The families of these workingmen included 8 million persons, or one-third of all the poor who were not keeping house
by themselves. To put it more directly, of the 3 million families headed by a man under
65 ... half were 'fully employed' in terms of time spent on the job."
8. Cohen, supra note 1, at 3.
[575]
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beneficiaries are getting the minimum benefit of 55 dollars a month; 9 half
of the disabled have no health insurance; 10 about 2 million of the aged are
on welfare receiving an average payment of 70 dollars a month;" the average
monthly payment per child under welfare ranges from $8.40 in Mississippi
2
to $61.70 in New York.
Although a combination of approaches is required, including continued
economic growth, greater employment opportunities, and an upgrading of
education and skills, this paper will focus on the improvements in the social
security and welfare programs that are needed to provide greater economic
security in a dynamic, rapidly growing economy.
As in the past, these improvements will not come about without discussion or debate of national priorities, issues and proposals. It is hoped that
this article will contribute to the public debate; from the final analysis wiser
decisions will be made if the issues are widely aired and discussed.
SOCIAL SECURITY IMPROVEMENTS

In any discussion of improvements in social security, the most important
debates center around the basic issues of who should get how much and how
the program should be financed.
The question: "Who should get how much?" relates to what groups
should be protected against what risks and how much protection should
be provided. For example, should the disabled be afforded protection,
through Medicare, against the risk of expensive illness? Should the very
young children in low-income families be provided health care financed
through the social security program? Should social security benefits be
extended beyond age 22 for students who are the children of retired, disabled,
or deceased workers? Should a person be eligible at age 62 for social scurity
benefits regardless of whether he has worked in employment covered by the
social security program? Should the social security program take over full
responsibility for the aged and disabled now on public assistance?
The resolution of these questions will depend on how well the needs of
the group are being met through existing arrangements and, if they are not
being adequately met, whether acceptable, viable proposals and administrative arrangements can be developed under the social security program.
Of the questions raised above, the one of most immediate concern is
coverage of the disabled under Medicare. 3 Less than one-half of the disabled

9.
10.

Id. at 7.
See, e.g.,

Booth,

Sickness Insurance and

California Farm Workers, 31

SOCIAL

May 1968, at 3.
11. See 32 SOCIAL SECuRrry BULL., Mar. 1969, at 44, table M-23. See also Orshansky,
supra note 7, at 28, table 19. Of the 11.6 million total households with heads aged 65 or
over 9.9 million received some public income payment. Of those households 2.9 million
received public assistance other than social security.
12. Cohen, supra note 1, at 10.
13. Note, Social Security Disability Benefits: Three Current Problems, 52 MICH. L. REv.
165 (1955).
SECURITY BuLL.,
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social security beneficiaries have private health insurance coverage. Their
medical bills are high and their incomes low. The administrative mechanism
for providing coverage already exists. Medicare coverage for disabled social
security beneficiaries is a necessary step in improving social security protection.
Improvement should be made in the program to provide protection
against the loss of earnings that arises because of relatively short-term total
disability. Specifically, disability benefits should be paid beginnning with
the fourth month of disability and without regard to the length of time the
disability is expected to last. Under present law, the benefits begin in the
seventh month of disability and are payable only where the disability is
expected to last for at'least a year.14
Another improvement that has been suggested in benefit protection is to
liberalize the definition of disability for workers age 55 or over. Specifically,
the revised definition would permit benefits to be paid to a worker age
55 or over who, because of illness or injury, can no longer perform work
similar to that which he has done in the past. Under present law, the
definition of disability requires that the worker be unable to engage in any
substantial gainful activity. 5
The other broad question is: How much protection should be provided
by the social security program? What should be the balance between social
adequacy and individual equity? Should the benefits of the program provide
all beneficiaries with a minimum level of living? How closely should benefits
be related to earnings? What proportion of work income should be replaced
by social security benefits? How far can the minimum benefit be raised
without endangering the work related system? How far should the program
go in preventing and reducing poverty?
Throughout the development of the social security program the Congress
has attempted to maintain a balance between social adequacy and individual
equity. By assuring a minimum benefit, weighting the benefit formula in
favor of the low-paid worker, and providing full rate benefits to workers
who were near retirement age when their jobs were first covered, the program
attempts to guarantee everyone a socially adequate level of protection against
defined risks. Thus, the program often pays benefits to an individual that
total more than he has paid into the system in contributions.
To provide equity, benefits are wage related. Although the benefits are
not exactly proportionate to contributions, the more the individual earns
and the longer he has been contributing to the social security program, the
higher his benefits will be. The debate over adequacy and equity is a peren-

14. 42 U.S.CA. §423 (c)(2) (Supp. 1969).
15. 42 U.S.C.A. §423 (d)(1) (A) (Supp. 1969). In Franklin v. Secretary of Health, Education & Welfare, 393 F.2d 640 (2d Cir. 1968), the court found that the alleged injuries of
the plaintiff did not prevent her from engaging in other related forms of employment and
therefore held that she could not receive disability benefits even though she might be
unable to return to her former employment as an executive secretary. Under the suggested change, the plantiff would receive benefits if she could not obtain employment
"similar" to that of an executive secretary. See also Note, Social Security Disability Determinations: The Burden of Proof on Appeal, 63 MicH. L. Rnv. 1465 (1965).
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nial one. In light of the sustained prosperity of the United States and the
rising standards of living over the past few years, it is obvious that today's
benefits are not socially adequate and that a readjustment is needed. It is
indicative of the need for higher benefit levels that the average social security
benefit for a retired worker in January 1969 was 98 dollars a month; for
aged couples, 166 dollars a month; for aged widows, 86 dollars a month; and
for disabled workers, 112 dollars a month.16 These figures are averages and
many people receive lower amounts. About 2.8 million persons receive the
minimum benefit, which is 55 dollars a month for a worker who began
receiving benefits at age 65 and a proportionately smaller amount if he began
his benefits between age 62 and 64.
Over the next 4 to 6 years the general benefit level should be increased
by 50 per cent and the minimum monthly benefit increased to 100 dollars.
To attain this goal the first step should be a 10 per cent across-the-board
increase and an increase in the minimum monthly benefit to 80 dollars. In
addition, some mechanism should be introduced to keep the system up to
date with rising wages and prices. Benefits should be paid on the basis of an
average of the worker's highest earnings for five consecutive years rather
than his lifetime earnings so that the benefits will be more closely related
to the earnings actually lost at the time the worker becomes disabled, retires,
or dies. Once the beneficiary is being paid reasonably adequate benefits
they should be kept up to date through provision for automatic increases
related to the cost of living.
A third improvement needed to make the program more effective as the
basic system of income security for those who earn somewhat above the averageas well as for average and below average earners is a gradual increase in
the ceiling on the amount of earnings counted under social security for
contribution and benefit purposes from the present 7,800 dollars to 15,000
dollars.
The original Social Security Act set the ceiling so that the full earnings
of just about all workers were covered under the program. In 1968, less
than two-thirds of all regularly employed male workers had their full earnings
covered under the 7,800 dollar base.' 7 Restoring the ceiling to what was
intended originally has two major advantages. Because of the increased income
to the program, it would be possible to maintain a given level of benefits
with a lower contribution rate than would otherwise be required and
secondly, the system would be kept wage related for those who have earnings
somewhat above average.
The level of social security benefits should be kept meaningful for workers
at all earnings levels, not just for low earners. Both for workers and as a
matter of social policy, social security has major advantages as a way of
providing income protection. The protection provided under the program

16. STATISTICAL ABsTRAcr, supra note 1, at 284-85.
17. In 1966, 52.5% of male civilian wage and salary workers covered under OASDHI
earned less than $6,600, the taxable base at that time. Resnick, Maximum Taxable Earnings Under OASDHI, 1938-66, 31 SOCIAL SECURITY BULL., Oct. 1968, at 26.
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follows the worker from job to job. The payments do not depend on the
continuance of a single enterprise or industry as many private pensions do,
and payments are provided for dependents of workers - in particular for their
widows - as well as for the workers themselves. Important as private pensions
are,"' it is clear that the job of providing protection against loss of earnings
suffered by even those who had above average earnings should be done
substantially through social security and not left largely to private arrangements.
In addition to improvements in the cash benefits program, Medicare
should be expanded to include coverage of prescription drugs. The aged
spend about 2.5 times as much on prescription drugs as persons under age 65.19
The financial burden imposed by drug costs could be eased considerably if
Medicare were extended to cover some of the cost.
The improvements outlined above would have a beneficial effect on all
workers and their families and would not be limited to assisting the poverty
stricken. However, these improvements would significantly reduce the future
number of poor and immediately move about 1.3 million persons out of
poverty. An eventual 50 per cent benefit increase with a 100 dollar monthly
20
minimum benefit would prevent 4.4 million people from being poor.
SOCIAL SECURITY AND POVERTY

Some people question the effectiveness and efficiency of using the social
security program to combat poverty. Today, social security benefits are
keeping about 10 million people out of poverty. 21 Further benefit increases
would increase that number by at least 5 million, but because any general
benefit increase will result in a proportion of the increased payments going
to the nonpoor, some observers conclude that other mechanisms are more
appropriate for providing minimum incomes for the poor. They suggest,
for example, that the negative income tax, children's allowances, or other
forms of guaranteed incomes would be a more direct method of aiding the
poor.22 Others suggest that an improved public assistance program to which
people can turn as a reasonably acceptable alternative to social insurance
18. Norman, Private Pensions: A Study of Vesting, Funding, and Integration, 21 U.
FLA. L. kav. 141 (1968).
19. For an analysis of the consumption habits of the aged, see Dodge, PurchasingHabits
and Market Potentialitiesof the Older Consumer, 27 LAw & CONTEMP. PRou. 142 (1962). For
an analysis of the retired couple's budget, see Orshansky, Living in Retirement: A Moderate Standard for an Elderly City Couple, 31 SocuL SEcuRTrrY BUL, Oct. 1968, at 3.
20. The level of living used as the current delineator of poverty for Social Security Ad-

ministration program planning is that afforded by an income in 1966 of $65 weekly or
$3,335 annually, for an average family of four not living on a farm. Orshansky, supra
note 7, at 3. In 1966, the median family income for all families below the poverty level
was $1,824. This total of families was 9.6% of all 27,092 families. STATISCAL ABsrmAcr,
supra note 1, at 331.

21. In March 1967, there were 18,688,000 persons over. the age of 65 with an average
income of $1,453. STATIsTIcAL ABsrmAr, supra note 1, at 276.
22. For a presentation of both sides of the Johnson Administration's Poverty Program,
see 45 CONG. DIG. March 1966.
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can help preserve the values and principles of a contributory program
by making it unnecessary for social insurance to try to do the whole job.
Since the objective of the social security program is to provide economic
security for all workers and their dependents and survivors, almost any
acceptable across-the-board general benefit increase results in a substantial
proportion of the benefits going to the nonpoor. It is also true that increased
social security benefits will not aid the 75 per cent of the poor who are not
social security beneficiaries. However, we cannot dismiss the important role
that an improved social security program can have in the further reduction
of poverty while at the same time providing reasonable income for all workers
and their families.23
How

SHOULD THE PROGRAM BE FINANCED?

The improvements in the social security program discussed above could
be made without a major departure from the present financing method. The
increase in the earnings base to 15,000 dollars would result in higher income
for the Medicare and cash benefits program. The increased income that would
be channeled into the cash benefits part of the program when combined with
the actuarial surplus now to be expected in that program would substantially
finance the proposed reforms. If the cash benefits program were to remain
entirely self-financed, the ultimate contribution rate paid by employees and
employers for the total social security program would have to be increased
somewhat to meet the cost of all proposals outlined above.
The Medicare program can be kept actuarially sound and the proposed
improvements in the program can be financed entirely by additional income
that would result from the proposed increases in the earnings base ceiling
and from increasing the government contribution from the present one-half
of the medical insurance part of the program to one-half of the entire cost
of the Medicare program.
An increase in benefits substantially above those I have proposed may
require alternative methods of financing. Under present financing methods
any substantial increase in benefits for low wage earners must be subsidized
through the payroll contributions of average and high paid workers. There
may be a point at which they are no longer willing to subsidize these benefits
without getting considerably higher benefits for themselves, and there may
be a limit to the extent to which the average worker is willing to have the
earnings base or the contribution rate incerased to pay for higher benefits.
In addition, any increase in the payroll contribution rate would apply equally
24
to the low and highly paid workers.
23. For a presentation of various programs to increase social security benefits in combatting poverty, see Bok, Emerging Issues in Social Legislation: Social Security, 80 HARv.
L. REv. 717 (1967).
24. For an argument that increased social security taxes are regressive taxes, see Aaron,
Rate Progressivity and the Direct Taxation of Personal Income, 44 TAxs 497 (1966); Bonin,
OASDHI Taxation and the Progressivity of the Federal Tax Structure, 45 TAxEs 137
(1967).
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One of the frequently suggested alternative methods of financing benefits
is a contribution from federal general revenues to the social security funds.
A number of ways have been proposed to introduce general revenues into the
financing of the system. One approach, the unearned service credit, would
use general revenues to pay the cost of benefits for people who have not
contributed to the program or who have contributed very little because the
work they did was never covered by the program or was not covered by it
until near the end of their working lives. 25 The Tax Adjustment Act of
1966, which provided benefits for persons age 72 and over regardless of their
work history and provided general revenues to pay for the benefits, is cited
as a procedure for using this approach. 26 Full rate benefits for persons who
had not contributed to the actuarial rate would compose approximately onethird of the cost of the total program. Thus, the Government would share
the cost with the employee and the employer on a tripartite basis as the need
for revenues above employee-employer contributions increases over the years.
A second approach would use general revenues to finance one part of a
"double decker" system. Payroll contributions would finance the total cost
of the wage related benefits; general revenues would finance a minimum
uniform benefit.
A similar approach suggests that general revenues could provide separate
financing for the redistributive aspects of the weighted benefit formula
while payroll contributions would finance benefits based on a uniform wage
related computation. General revenues would cover costs for higher proportions of earnings represented in benefits at the lower levels.
Those who favor general revenue financing believe that it would help
distribute the social security contribution burden more nearly in accordance
with ability to pay, thus improving the income redistribution effects of the
program. They also contend that the employer's cost for social security, in
combination with the cost of unemployment insurance, workmen's compensation, and other pressures for fringe benefits, induce employers to replace men
with machines. General revenue financing would reduce the social security
contribution burden on employers and give them less incentive to reduce
their work forces.
Those who oppose general revenue financing cite the psychological,
political, and practical advantages in relying solely on payroll contributions.
Some fear that a government contribution will weaken the concept of a
"benefit" as an earned right that now obtains as a result of earmarked contributions.2 7 There are others who argue that a government contribution
would lead to excessive demands for program liberalizations; while others
contend that it would make program improvements difficult because reliance
25. See, e.g., Burns, New Directions in Sodal Security, 14 N.Y.U. CoNF.
(1961).

LAB.

39, 344-46

26. 42 U.S.C.A. §428 (Supp. 1969).
27. See, e.g., Morris, Welfare Benefits as Property: Requiring a Prior Hearing, 20 AD.
L. R~v. 487 (1968). But see, Fleming v. Nestor, 363 U.S. 603 (1960), where the Supreme
Court held that old age benefits under the Social Security Act were not such an accrued
property right as a vested annuity under a private insurance plan.
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on general revenues would put the social security program in competition
with all other governmental programs for a share of the government's financial resources.
The use of general revenues will continue to be debated in the future,
but other methods of financing should also be explored. Contribution rates
could be higher for people earning 3,000 dollars or more with a government
subsidy to make up the difference between rates now proposed for the low
wage earner and the new higher rates that would apply to others. The income
tax laws could be amended so that low-income people could use part of their
social security contribution as a credit against their total income or, if no
tax were due, the contribution could be refunded. Consideration might also
be given to an earmarked income tax for part or all of social security,
Medicare, or new types of benefits.
There is also the possibility of increasing the employer's share of the
cost of the benefit. This could be accomplished by basing the employer's
contribution rate on total payroll or through increasing the employer rate
above the employee rate. There does not necessarily have to be an equal
division of costs between the employer and the employee.
Today, the employer's net cost for social security and social insurance
amounts to a much smaller percentage of total payroll than originally contemplated in 1935. This is true both for the employer's present net contribution rate and employer's ultimate future net contribution rate authorized
under existing law. In 1935, the employer's net cost was expected ultimately
to amount to 5.0 per cent of total payroll. Despite substantial benefit increases
and the addition of survivors, disability and hospital insurance under social
security, the present net cost of employer contributions is now estimated to be
about 2.8 per cent of total payroll- 44 per cent less than originally projected
in 1935. Under existing law the ultimate net cost to the employer is estimated
to be about 3.6 per cent of total payroll - 28 per cent less than originally
projected.
The lower rates are the result of the provision in the federal income
tax law, which permits corporations to deduct social insurance contributions
as a business expense. 28 They also reflect a decrease over the years in the
employer rate for unemployment insurance that has resulted from the
experience-rating provisions of the law and they reflect the fact that the
taxable earnings base for both social security and unemployment insurance
has not kept pace with increases in wage levels.
PUBLIC ASSISTANCE

Although continued improvements in social security will greatly
strengthen the economic security of the majority of Americans, there will still
be some people who will need additional protection. For example, a large
proportion of the mothers and children receiving aid to families with
dependent children are in need because the father has deserted the family.
28.

INT. REv. CODE

of 1954, §162; Treas. Reg. §1.162-10(a) (1958).
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Loss of income through desertion has not been considered an insurable risk.
Then there are the people who have jobs but whose wages are too low to
support themselves and their families.
Public assistance is the program that, theoretically, could meet those
needs that remain when income from other sources is insufficient. In
principle, assistance measures the income of the applicant against the income
the community considers minimal and then supplies the difference, thus
bringing the individual's income up to the determined level. 29 In practice,
however, the program is severely limited. The federal-state program has been
confined to certain categories of recipients - the aged,30 the blind,31 the
permanently and totally disabled, 32 and families with dependent children
when a parent is either missing from the home, disabled, or unemployed.33
In addition, the states have been allowed to define the level of assistance
provided in these programs,3 4 and many states have set the level below any
reasonable minimum. General assistance for people not eligible for the
federal-state categories is entirely supported by state and local money and
with few exceptions is typically very restrictive.
In 1968, there were 8.4 million people getting assistance payments under
the federally-aided programs. 35 The number would be about double if the
states took full advantage of the federal eligibility standards and removed
from state plans and state administrative procedures the restrictions that now
bar needy people from getting assistance. Moreover, because of the low level
of assistance standards in many states, a high proportion of those receiving
assistance are still below the poverty level. For example, the standard of need
for old-age assistance in South Carolina is only 78 dollars a month. Furthermore, a number of states provide money payments that are less than the
standard of financial need that the state itself has established.-8 The criticism
of existing public assistance programs is not confined to inadequate coverage
or inadequate amounts. The list of criticism is long, going to the nature of
37
the programs themselves and their administration.
The determination of eligibility is an unnecessarily destructive process
involving the most detailed examination of one's needs and expenditures and
frequently prying into the most intimate details of one's life.38 Moving from
detailed budgeting to broad categories of allowances and to simplified
determinations of income and resources would help to protect the dignity and
self-respect of the individual.
29. 42 U.S.C.A. §601 (Supp. 1969).

SO. 42 U.S.C. §§401-25 (1964).
31. 42 U.S.C. §§1201-06 (1964).
32.
33.
34.

42 U.S.C. §§1351-55 (1964).
42 U.S.C. §§601-731 (1964).
Kinv v. Smith, 392 U.S. 309 (1968).
35. 31 SOCAL SFCuRrr BULL., Dec. 1968, at 61.
36. Id.
37. E.g., Horowitz & Heitring, Equal Protection Aspects of Inequalities in Public Education and Public Assistance Programs from Place to Place Within a State, 15 U.C.LA.L.

Rav. 787 (1968).
38.

E.g., see procedures provided in 42 U.S.C.A. §602 (Supp. 1969).
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One problem that has haunted assistance and relief programs for years
is how to provide adequate assistance without destroying economic incentives
for those who can work. Reasonably adequate payments, particularly to a
large family, will sometimes turn out to be more than can be earned by a
full-time worker with low skill. Thus, in determining need some exemption
must be provided for earnings, or there may be no economic incentive for
some people to take a job. On the other hand, any substantial exemption
of earnings results in continuing eligibility for some people who are living
considerably above the assistance level.
For these reasons there has been considerable reluctance to provide
adequate assistance to people able to get jobs and great reluctance to have
assistance supplement full-time wages. The tendency has been to provide
assistance for categories assumed to be largely unable to work and to provide it
39
for others on a much more restrictive basis, if at all.
Under aid to families with dependent children the federal government
can assist states to make payments to families when the father is unemployed. 40
However, in the 29 states that have not taken advantage of this federal offer
and which provide assistance only if the father is disabled or absent from the
home, the assistance program is correctly criticized on the ground that it
provides an incentive for the unemployed worker to leave home.
Support for an assistance program that applies to all in need and that
pays adequate amounts has been faced with hard going because of the incredible longevity of myths about those whom the programs are supposed to
aid: that the poor live high on welfare handouts and the poor are lazy and
don't want to work.
These myths persist despite the fact that more than 80 per cent of the
households that do receive aid are still poor afterwards, despite the fact
that most of the welfare recipients are not employable, and despite the fact
that 80 per cent of working-age men who are poor have jobs and about 75
1
per cent of them are in full-time jobs.4
Despite the difficulty of gaining public support for an adequate program,
plans must be made for basic reform in public assistance. There is just no
way, as a practical matter, that the need for a substantial assistance program
can be eliminated in the near future.
Job opportunities and improvements in social security could reduce the
need for assistance and the establishment of new programs such as the
negative income tax or children's allowance could reduce the need even
further. However neither the negative income tax nor children's allowances,
in practice, would pay enough to supply an adequate level of living for the
person who is unable to work and without other resources.
Few people have proposed children's allowances that are enough to
maintain every child at a minimum level of subsistence. Usually the negative

39. E.g., 42 U.S.C.A. §403 (b) (Supp. 1969) provides for deductions from payments on
account of work.
40. 42 U.S.C.A. § §601 et seq. (Supp. 1969).
41. 31 SOCIAL SEcuRrrY BULL., Dec. 1968, at 11.
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income tax plans proposed pay less than an amount equal to the poverty
level of living in order to leave room for work incentives without at the
same time having a major portion of the funds go to the nonpoor.
The work incentive serves to reduce the worker's income for the purpose
of determining whether he is to receive an income supplement to meet the
minimum level of income. Assuming the plan has established a 50 per cent
work incentive credit and a poverty level of 3,000 dollars, earnings of 1,000
dollars would be reduced to 500 dollars for comparison with the poverty level.
This provides a 2,500 dollar supplement for a total income to the worker of
3,500 dollars (1,000 earnings plus 2,500 dollar supplement). The incentive
is dear. Any worker who earns income will be boosted over the poverty level
by the supplement whereas a worker with no income will be brought only
to the minimum level of income specified in the program- in this case 3,000
dollars. The dilemma such plans are attempting to avoid is this: If the
amount payable to a family with no other income were set near the poverty
level, say, for a family of four at 3,000 dollars and if the worker were to
get the benefit of half his earnings in order to retain an incentive for work,
the result would be that a worker earning 4,000 dollars would get 1,000 dollars
from the Government (3,000 minus half of his 4,000 of earnings). Thus,
with his 4,000 dollars in wages he would then have an income of 5,000 dollars.
If he earned 5,000 dollars he would still get 500 dollars from the Government
for a total income of 5,500 dollars. In this way the necessary incentives to
work are preserved, but the plan becomes very expensive and a considerable
part of the money goes to those above the poverty level.
To avoid this difficulty, the plans usually start with something less than
the objective of meeting the full poverty standard. If, for example, the plan
paid only 1,500 dollars to a family of four with no other income, then the
individual earning 3,000 dollars, roughly the poverty standard, would not
get a government payment and all the money would go to the poor. The
problem is then that for those who earn less than the poverty standard the
payments are not sufficient to meet need.
Following the analysis made in the paragraph above, if the income
were 2,000 dollars, the incentive factor of only one-half of this amount would
result in a total amount payable of only 2,500 dollars (the 1,000 dollars from
the incentive factor plus the 1,500 dollar basic payment) -with the Government paying only 500 dollars to the family, yet this is below the 3,000 poverty
level. And in the case of those who have no income the payments in this
illustration are sufficient only to meet half the need.
In the light of the present development of these new plans, it is evident
that the need for public assistance programs will not be eliminated in the
near future. Thus, they must be drastically improved. Drastic changes must
be made in the existing system- in the scope of coverage, the adequacy of
payments, and in the way in which payments are administered.
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NEED FOR A FEDERALLY FINANCED PROGRAM

One way to approach the problem is through a federally financed system
of income payments for the aged, for the blind and disabled, and for
dependent children, with eligibility, the amount of payments, financing, and
appeals determined on a national basis, as a substitute for the present stateby-state welfare programs.
Such a system would overcome many of the problems of inequity, state
variation, and fiscal inadequacy that have plagued the states and the present
welfare system for more than thirty years. It would include financial incentives for persons to seek employment, adequate day care for the children
of working mothers, and an effective job-training program. Federal financing
would release state funds to meet needs in the area of general assistance
and would enable the states to meet more effectively their growing urban,
education, and health problems.
Immediate improvements in the social security and the public assistance
programs would greatly improve the economic security of those who are too
young, too old, or too ill to work. For those who are able to work greater
emphasis must be placed on job opportunities, education, and training and
health programs.
CONCLUSION

Continuing economic growth of the nation should make it possible for
each employable individual to work at a decent wage and maintain a reasonable standard of living. He should be able to build up income security
through the social security program, pension plans, and opportunities to save
and accumulate other assets.
Opportunities should also be provided for the economic and social
mobility of all citizens, with efforts directed toward increasing their potential
to rise above minimum income earning capacity. We must find ways to
provide each person with an adequate level of living and a way in which
he can climb, without hinderance of discrimination or lack of equal opportunity, as high as his aspirations and capacity for achievement may take him.
All these steps, including adequate income maintenance programs, are
necessary if we are to abolish poverty during the decade of the seventies.
Only then can we claim economic security a reality for all Americans.
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